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Abstract 
This study looks to the American community investment sector for lessons that could enhance the 
Canadian community investment sector and improve citizens ' access to credit. The report argues that, 
though a burden of responsibility for the 2008-09 credit crisis can be placed on the American financial 
services sector's lack of regulation, this does not discount the contribution the United States continues to 
make regarding innovations in community credit. Canada' s heavily regulated financial services sector 
serves the majority of Canadians well, but may not serve all of Canada's citizens. Canadian thinking on 
the delivery of financial services can gain insight from the progressive environment resulting from the 
American Community Reinvestment Act. This study presents Canadian and American community 
investment strategies, techniques, policy and legislation in a comparative structural framework to better 
identify American innovations that could be adapted to enhance community investment in Canada. 
Through a literature review and interviews with five leading experts in community investment, the study 
draws several conclusions. It agrees with previous researchers who assert that Canada could benefit 
from a broad national framework for community investment to help unify organizations and help 
overcome barriers posed by working within Canada's vast geography and sparse population base. It also 
contends that Canada's traditional policy approach, which siloes economic and social policy and 
provides economic analysis based on regions or sectors rather than communities, is a barrier to creating 
the national perspective that the community investment sector requires. 
The robust and innovative community investment sector in the United States was developed in response 
to a local context. Canada's own community investment sector can benefit not only from considering 
American innovations, but also from the adaptation of lessons learned from that exploration to support 
access to capital within Canada's own unique environment. 
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1 Introduction/Project Overview 
Canada continues to have much to glean from the progressive practices of the community 
investment sector in the United States, despite recent global economic challenges. The 
credit-crisis of 2008-09 reminds us of the importance of access to credit and its role as a 
key instrument enabling citizens and communities to advance economically. Although 
Canada's heavily regulated banking sector is lauded to be one of the strongest in the 
world, there are areas of the Canadian economy that continue to be underserved by its 
current credit framework. The United States, meanwhile, remains a leader in the 
community investment sector even while much of its financial services sector has 
floundered. Despite the differences between the two countries, many successful 
American policies and practices that have contributed to the success of community 
investment in that country are applicable to the Canadian community investment sector. 
This paper compares the United States and Canadian community investment sectors and 
contrasts the National vision and accompanying legislation supporting access to credit in 
the United States, with the siloed economic and social policy approach to access to credit 
in Canada. The paper argues that Canada is positioned to create an enabling environment 
for the community investment sector. Such an approach could enhance credit options for 
individuals and organizations unable to access mainstream financing, maximizing both 
the social and economic contribution that community investment can make to the 
Canadian economy. 
The study scans key practices, tools, policy and legislation that researchers have 
identified as contributing to the success of the United States community investment 
sector, and then explores to what degree these factors are present in Canadian community 
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investment. Relevant information, which has been identified through the research, is 
presented in a comparative structural framework, in an effort to overcome the different 
country contexts. This assists in presenting the information in as way that can inform the 
broad question of whether there are community investment strategies, techniques, policy 
and legislation used in the United States that could be adapted to enhance the community 
investment sector in Canada. 
1.1 Objective and Significance 
This paper contributes to research on improving access to capital in Canada. It offers a 
comparative structural framework in which to place community investment strategies, 
techniques, policy and legislation in the United States and Canada and, within that 
framework, identifies innovations that might be adapted in Canada. Gaps and barriers 
within the Canadian community investment system are also articulated. As well, this 
study identifies areas for further research. 
1.2 Scope 
This study compares and contrasts the American and Canadian community investment 
sectors, seeking to inform the broad question of whether there are community investment 
strategies, techniques, policy and legislation in the United States that could be adapted to 
enhance the community investment sector in Canada, in an effort to increase access to 
capital. 
Recognizing the challenges of correlating the very different legislative and policy 
structures in each country, the information is explored within a comparative structural 
framework containing the following categories: a national framework, Federal 
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Government support, enabling policy and legislation, active national associations, scale 
and evaluation and research. 
The potential size of the topic area is substantial. Rather than providing an exhaustive, 
comprehensive review, only key areas are explored. The focus is on community 
investment support for small and medium enterprises (SMEs ), social economy enterprises 
(SEE) and individuals. Affordable housing financing is not included. Although some 
Canadian community investment organizations provide lending for this purpose, 
affordable housing financing has significantly different structural support in each country 
as well as within the individual Canadian provinces, making it difficult to make an 
accurate comparison. As well, mortgage financing, a key activity in the United States 
community investment sector, is not compared. Structural and regulatory differences in 
Canada and the United States are of significant complexity that, as with affordable 
housing, mortgage financing too is difficult to compare between the two countries. Both 
mortgage and affordable housing financing are beyond the scope of this study. What is 
referenced is the context of mortgage financing. Especially the disproportionate effect 
that predatory lending in the mortgage sector and the resulting credit crisis have had on 
the poor American communities that community investment organizations work with. 
The remainder of this section provides background information outlining terminology 
and placing community investment within the broader market economy. Section Two 
provides an overview of why Canadian researchers might look to the United States for 
innovations in community development finance. Section Three explains the continued 
relevance oflooking to the United States for guidance on financial matters in the 
aftermath of the subprime mortgage crisis which resulted in the collapse of many 
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American financial players. Section Four provides a high level comparison of the 
financial service sectors in the two countries. An overview and inventory of practices, 
tools, policy and legislation of community investment in the United States and Canada 
respectively, can be found in sections Five and Six, placed in a comparative structural 
framework using the categories of: a national framework, Federal Government support, 
enabling policy and legislation, active national associations, scale, evaluation and 
research. This information is summarized at the end of section Six. A conclusion is 
provided in section Seven, including a summary of some of the leading practices 
identified through the research as well as gaps and recommendations to begin addressing 
them. Also included is a list of potential areas for further research. Appendix I lists the 
names and relevant affiliations of those interviewed for this study and a list of guiding 
questions. 
1.3 Methodology 
Information for this study was gathered through interviews with experts in addition to 
analysis of published or publicly available documents. One unpublished document, a 
Community Economic Development (CED) inventory from the Vancity Community 
Foundation, is referenced and listed in the bibliography. This document was chosen 
because it contains a thorough and comprehensive review of Canadian CED practice, 
written, in 1991, at a time when Canada was in the midst of discovering CED as a tool for 
community building. As its compiler arguably was and remains one of the key 
innovators in the provision of financing to support CED, the perspective it provides is 
compelling. 
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A list of experts interviewed, and their affiliations if provided, can be found in Appendix 
I. Five experts were chosen from known key informants in the community investment 
sector and recommendations from community investment practitioners. They were 
consulted in face-to-face meetings of approximately one hour in length. Those 
interviewed were asked broad, open-ended questions on what they saw as leading 
innovations, trends or practices in community investment in the United States. Canadian 
participants were interviewed to determine: awareness of United States community 
development finance programs; applicability of those programs to Canada and legislative 
and policy structures in Canada that might limit implementation. American participants 
were interviewed to determine: leading innovations in community development finance 
in the United States; legislative and policy structure that have been necessary for these 
innovations to evolve and the impact of the current economic situation on community 
development finance. Sample guiding questions are listed in Appendix I. Although 
interviews were recorded, transcripts were not created. Despite the use of only select 
references from these interviews appearing in the body of this paper, the study was 
greatly informed by the general comments and perspectives of those interviewed. 
1.4 Background information 
1.4.1 Terminology 
Terminology related to community investment has overlapping, inconsistent and nuanced 
meanings that can differ depending on the source, sector or jurisdiction. Before 
embarking on the study it is necessary to define some of the frequently used terminology. 
The definitions provided are not intended to be authoritative, but to elucidate for the 
reader the terminology used in the text. 
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Community Economic Development (CED) 
There is significant thoughtful and reflective writing and research that attempts to 
quantify community economic development and its key elements. The following 
definition reflects commonalities in the perspectives of CED practitioners, especially as 
they relate CED to financing needs. 
Stewart Perry and Mike Lewis define CED to be "a comprehensive system of 
development, under local control and direction, to create long-term new resources that 
enhance the locality as a place to live and work" (2007, n.p.). This description echoes 
earlier work, developed in envisioning Simon Fraser University's Centre for Community 
Economic Development, which described CED as: the "process by which communities 
can initiate and generate their own solutions to common economic problems and thereby 
build long-term community capacity and foster the integration of economic, social, and 
environmental objectives" (Ross, D. and McRobie, G. 1989 in Markey et al. 2005, p. 2). 
While CED practitioners may debate how this objective can be achieved within a global 
economy where many economic decisions are beyond local control, in a local economy 
without obvious endogenous assets, or in an environment where economic leakage cannot 
be stopped, they tend to agree that the process for addressing those issues is ideally 
collective, change based, and economic. 
Key to understanding CED is conceiving its position in the economy, and its use of 
economic tools to achieve results. In the 1991 unpublished research paper by the Vancity 
Community Foundation, Community Economic Development: a cross country check-up, 
researchers provide a comprehensive overview of Canadian CED practitioner 
perspectives on the definitions and the purposes of CED. Despite diversity in the views 
and conceptions of CED, experts interviewed generally agreed that "CED is about 
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community based 'change' through the use of 'economic tools' and participatory 
processes and decision-making" (Gannitsos and Sawyer 2001, 3). 
Community Development Finance (CDF) 
Community development finance is generally described as the provision of capital to 
people or initiatives that cannot access capital from traditional sources (Perry and Lewis 
2007). Working in this gap creates higher risk for lenders who often respond by 
matching lending with related services to "enhance the return or reduce the risk" (Ibid., 
n.p.). Another common service is working with individuals to help them to build and 
understand credit so that they can access mainstream financing (CDFI Data Project 
2007). 
Community Development Finance Institutions (CDFI) 
The institutions providing community development finance are, in the United States, 
collectively referred to as Community Development Finance Institutions (CDFis) and 
range from "small local non-profit funds to large banks and credit unions lending 
hundreds of millions of dollars" (Social Funds n.d. ). CDFis have a common primary 
mission "of improving economic conditions for low-income individuals and 
communities" (Benjamin, Rubin and Zielenbach 2004, 178). 
In the United States, there are over 1,000 CDFis providing credit, capital and financial 
services to economically distressed communities. Of these, over 700 are federally 
certified, which both lends creditability and provides them access to federal funding 
(Coalition of Community Development Finance Institutions n.d.). 
For the purposes of this paper, the term community development finance institution is 
inclusive of Canadian alternative capital and credit providers often described in Canada 
as the community investment sector. This sector includes: community investment funds, 
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credit unions, Aboriginal Capital Corporations and Community Futures Development 
Corporations which meet the membership criteria of the Canadian Community 
Investment Network Cooperative (CCINC) requiring members to: 
[have] on-going programs to expand access to capital and support services 
for social economy enterprises and economically and socially excluded 
individuals and communities; . .. [make] capital investments in the form of 
credit . . . , guarantees, or equity for purposes that are consistent with the 
mission ofCCINC .... and . .. [have] made or secured a minimum of one 
capital investment (CCINC 2005). 
Community Investment (CI) 
In Canada, the term community investment is more frequently employed to describe the 
concept of community development finance. A key networking organization for the 
sector, CCINC, describes community investment as "the provision of accessible capital 
and support services for both economically and socially excluded individuals and 
communities across Canada" (Cameron 2006). The Canadian Social Investment 
Organization, which interacts with the CI sector from the perspective of potential 
investors, is consistent, describing community investment as "investment for the purposes 
of financing deep-seated needs of local communities not addressed by mainstream 
finance, including poverty alleviation, community and cooperative development and 
environmental regeneration" (Strandberg and Plant, 2004). 
For the purposes of this paper, the terms community investment and community 
development finance are used interchangeably. 
Community Reinvestment Act 
Enacted in 1977, this American federal Act provides a regulatory framework under which 
United States financial institutions are compelled to meet "continuing and affirmative 
obligations to help meet the credit needs of the local communities in which they are 
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chartered." Under the Act, levels of community service, including lending and 
investment, are monitored by examiners from four Federal agencies which can deny 
requests for mergers or expansions based on performance (National Community 
Reinvestment Coalition 2008). 
Economic Development 
Economic Development is "a process that influences the growth and well being of a 
community through such means as job creation, job retention, improved tax base and a 
reasonable life quality" (Economic Development Association of Canada n.d.), with a 
focus on "helping small business grow, leading major development projects, securing 
outside investments through business attraction, retaining existing opportunities, securing 
access to capital, marketing and communication" (Ibid.). Like CED, Economic 
Development often has a focus on community goals, however, historically it has been 
distinguished in that setting of those goals was not necessarily community driven or 
inclusive of the broad community. As well, it may not always have integrated social, 
economic and environmental goals. These divisions, however, are becoming less rigid as 
economic development engages more integrative thinking regarding community and 
well-being. 
Social Economy Enterprise 
This study accepts the definition of Social Economy Enterprises (SEE) provided by the 
Canadian Policy Research Initiative in 2005 as the Federal government sought to advance 
the national social economy initiative. 
Social economy enterprises (SEEs) are organizations democratically 
governed by their members or the stakeholders they serve that use a 
combination of market (sales revenue and paid labour) and non-market 
(government funding, private philanthropy, and volunteer labour) 
resources to produce and deliver goods and services in the marketplace 
based on a combination of the common interests of members and concern 
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about the well-being of others. They are citizen-led, community-based 
organizations that deliver goods and services locally, sometimes as part of 
a network of similar organizations, sometimes with the help of other 
organizations that provide financial, strategic, and technical support (ii). 
Two key elements of SEEs are their democratic governance by members, and use of 
market and non-market resources to produce and deliver goods and services to the 
marketplace. Another key component is that they involve diverse stakeholders in 
decisions and reinvest profits to advance their mission rather than disbursing them to 
owners/shareholders (Ibid.). The combination ofbusiness and social goals, and 
democratic governance structures are key factors in differentiating SEEs from SMEs. 
1.4.2 Community Investment's Placement in the Market Economy 
In a market economy, where individuals and groups generate economic activity, access to 
capital is a key determinant of growth. This capital is delivered through financial 
intermediaries, which channel funds to their most productive uses (Klyuev 2008, 3). 
Where "financing capital is not available, to firms or projects that can use it productively, 
economic activity slows" (Seidman 2010, 6). Community investment practitioners 
function within that market gap to ensure capital is available "to firms and projects that 
can productively use it" (Ibid., 7). This is done through both offering credit and 
secondary supports such as financial literacy education, business education, credit 
coaching and financial goal setting. They provide what is referred to in this study as non-
market support. 
1.4.2.1 Canadian Context 
According to the Canadian Centre for Community Investment Cooperative, 
Community investment is financing and technical assistance that targets 
underserved individuals, communities and community enterprises to 
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develop opportunities for income generation, housing, community 
renewal, and environmental sustainability. These individuals and 
communities have financing needs that are not being fully met by the 
mainstream financial sector (Asimakos 2009b, 6). 
Although there are numerous community investment organizations in Canada, they are 
challenged to sustain themselves. They report their capital bases to be insufficient to 
meet projected demand and inadequate to generate enough revenue to sustain operations. 
The later is, in part, the result of the high operational costs of doing business in the 
community investment sphere, and is compounded by the uniquely Canadian challenges 
of being a small sector, operating within a limited, geographically dispersed population 
base that makes it difficult to capitalize funds, locate relevant information, find 
training/development opportunities and start up funds where there are gaps (Cameron 
2006). 
Higher transaction costs and low deal flow 1 result, in part, from working with clients who 
often require more time and effort to cultivate viable loans. Another explanation for low 
deal flow may be that demand gaps are insufficient to generate enough lending 
opportunities to keep community investment funds fully employed. There may also be 
other explanations2. Whatever the cause, the resulting increased expenses contribute to 
lower profits, usually requiring community investment organizations to rely on external 
support - be it from government funding, grants or parent organizations - to subsidize 
operations (Asimakos 2009a: Cameron 2003). 
1 Deal flow refers to the rate at which viable investment opportunities present themselves and can be 
funded . 
2 The reasons for low deal flow is an area that would benefit from additional research 
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1.4.2.1 Quantifying Demand 
It is important to note that there is a tension in the literature related to quantifying 
demand for community investment financing in Canada. As described in later sections, 
research on community investment in Canada is limited. As such, identified demand 
gaps tend to be associated with sectors or geographies rather than being explored through 
their relationship to the broad based needs of populations that is key in United States 
analysis. As such, it is difficult to get a comprehensive picture of whether or not demand 
is being met through existing structures and systems. What information does exist is 
somewhat conflicting. Surveys by the Canadian Community Investment Network 
Cooperative in 2008 and 2009 found that demand projections for the sector amounted to 
$750M over the next two years; an amount that could not be met within the current 
capital base (Asimakos 2009a). However, beyond the unmet demand of SMEs, which is 
verified through research by the Bank of Canada (Leung, Meh and Terajima 2008) and 
the International Monetary Fund (Klyuev 2008), it is difficult to say to what extent the 
needs of social economy enterprises and of individuals are unmet by existing Canadian 
market and non-market structures. Even anecdotal information is inconsistent, with 
national initiatives attempting to secure additional resources for "social finance", in the 
face of research and community investment practitioners attesting to the hesitation of 
SEEs to take on debt. This research tension is replicated in the questioning ofunmet 
demand for individuals. 
The quantifying of demand for capital in Canada and how it intersects with market and 
non-market supply is an area in need of additional research and analysis. Regardless of 
where exactly the demand gap lies in Canada, however, as evidenced by the credit crisis 
of2008-09, market structures do not perfectly meet demand. As such, although the 
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market gap cannot be quantified, this study accepts that one exists. In that vein, looking 
for ways to make non-market structures more robust remains a valuable exercise. 
1.4.2.2 United States Context 
The United States has the most active community investment sector in the developed 
world (Cameron 2003, 14). Contributing to its strength are a broad national framework, 
government sector support and active national associations (Ibid). As well, substantial 
research and evaluation are in place helping to demonstrate impact. Enabling policy 
provides a platform that allows the sector to grow and flourish, while legislation such as 
enabling tax regulations and legal structure options facilitates innovation. The scale of 
the sector brings many advantages, from access to training and development to 
economies of scale. This means that many organizations are self-sustaining and tum to 
government and foundations to further their reach rather than relying on them to fund 
core operations. 
2 Why Look to the United States? 
The lineage of Canadian and American history can be traced to the same point, but 
emerges on two separate paths. The Canadian political system and policy development 
instruments echo the British Parliamentary system, while the American system was 
spawned from the pursuit of independence from Britain. That stated, the undeniable 
cultural influences of the United States on Canadian society and the common policy 
context of relatively new cities flanked by a similar geography oflarge open frontiers, 
especially in the western United States and Canada, creates the impetus for investigating 
emerging policy practices in the United States. This impetus is not new; throughout its 
history, Canada has continuously looked to the United States for policy models and 
innovations (Savoie 1999, 19-43 ). 
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Because of the breadth and depth ofthe United States community investment sector, 
there is strong potential that looking to the south may provide an opportunity to identify 
valuable information that could help to advance Canada's relatively young sector. This 
exercise is of value despite the potential challenges in adapting the information gleaned 
to fit into Canada's specific geopolitical context. 
In a 1998 special edition of the Canadian CED journal Making Waves, devoted entirely to 
the subject of community investment, article authors argue that, despite the preference in 
CED to develop locally based solutions, looking to the United States for leading practices 
would be essential in developing a robust Canadian community investment sector. 
As someone who always tries to learn from examples close to home, I am 
dubious of the very Canadian habit of looking south for social change 
trends yet, in terms of community investment, it's essential that we turn 
our eyes to the United States for some picture of what the future here in 
Canada could look like" (Ellmen 1998, 6). 
Despite twelve years passing since the special edition of Making Waves, little has 
changed to contribute significantly to development of the Canadian community 
investment sector that would negate the benefit of looking to the United States for 
promising practices, as Canada has done throughout its history 
3 Community Investment after the Credit Crisis 
In 2007 the United States credit bubble burst, bringing with it a litany of casualties 
ranging from over-leveraged home-owners with mortgages they couldn't afford to pay 
and assets whose impaired value no longer matched the liability they secured; to the 
pillars of Wall Street, whose investment in the pooled assets of those mortgages, left 
them sitting on the brink of financial ruin. In the year 2010, looking at what is known 
about the causes of the United States collapse, it could be argued that the community 
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investment sector was not only an early forecaster of problems with subprime lending, 
but is also the sector which will ultimately devise methods and systems providing 
solutions to support distressed communities. However, in the short term, increased 
demand and decreasing resources are challenging community investment organizations to 
meet community need. 
Despite evidence that community investment lenders were not key contributors to the 
credit crisis (Chakrabarti Erickson, Essene, Galloway and Olson eds. 2009, 9), the 
individuals and communities they work with remain most vulnerable to its impacts. 
Individuals in poor communities both have less economic resilience to sustain losses of 
income and are more vulnerable to unemployment as the United States economy retracts. 
Some estimate unemployment in poor communities to be roughly double aggregate rates 
(Grzywinski 2009). This economic devastation spills over to the community at large as 
less money is circulated, leaving those with community development loans outstanding, 
less able to repay. Despite the fact that community investment lending was not the cause 
of the credit crisis, community investment organizations feel its legacy. 
In 2009, the Federal Reserve Bank of San Francisco's Centre for Community 
Development Investments brought together leading community development finance 
researchers and practitioners to assess the state of community development finance in the 
midst of the economic downturn. The situation they described was dire; community 
development finance institutions portfolios were failing, impacting their ability to 
generate sufficient earnings to fund operations, while at the same time, philanthropic and 
government sources they relied on to provide outside operating and capital support were 
adjusting to their own decreased revenues and less able to give. In this environment, 
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community development finance institutions were being called on more than ever to 
perform their role in community economic development; helping to stabilize 
neighbourhoods facing rising unemployment, business failure and home foreclosure. 
Community finance organizations feel the impact of the economic 
downturn at multiple levels. First, the people served are 
disproportionately affected by hard times; they suffer more and recover 
more slowly than the mainstream population. Second, a large proportion 
of the projects CDFis finance depend on federal, state, or local subsidies, 
all of which are severely strained. Third, CDFis finance a mission-driven 
delivery system, often non-for-profit in both name and reality. Their 
borrowers operate with thin equity cushions and few shock absorbers to 
cushion bad times (Bernanke, Pinsky, Andrews, Weech, Seidman, and 
Cohen 2009, 18). 
Like the United States financial sector overall, the community investment sector is in 
flux. In the face of the current strains, its innovation and resilience continues to present 
models, leading practices and regulatory reforms to both restructure the traditional United 
States financial sector and contribute to thinking on community investment in Canada. 
3.1 The credit crisis and the CRA 
Since 2007, there has been significant dialogue on how the Community Reinvestment 
Act and the community development finance sector may have contributed to the sub-
prime crisis. Detractors of the Act declare that the sub-prime crisis was a result of 
government policy forcing banks to make "bad loans to un-creditworthy borrowers" and 
that because of the CRA, banks are required to hold a portfolio of bad loans or risk 
penalties from regulators (DiLorenzo 2007). The sector defends itself with data showing 
roughly sixty percent of sub-prime loans went to middle or high-income borrowers or 
neighbourhoods not targeted by the CRA and that only "six percent of all the higher-
priced loans were extended by CRA-covered lenders to lower-income borrowers or 
neighbourhoods in their CRA assessment areas" (Chakrabarti et al. 2009, 9). In other 
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words, either non-regulated lenders, or CRA regulated lenders working outside of their 
local geographies were responsible for the vast majority of subprime lending. The CRA 
served to protect against sub-prime lending rather than cause it (Chakrabarti et. al. 2009). 
The CRA, in fact, contains specific provisions preventing banks from making "unsafe or 
unsound loans" (United States Congress 2009. "Testimony of Steven L. Antonakes", 3). 
That many banks have received high ratings in spite of having made high risk loans is 
because of inaccurate application of the Act by regulators rather than the Act itself 
(Ibid.). 
Rather than being attributed to the CRA, in large part, the crisis can be directly linked to 
poor underwriting practices starting as early as 1976 when Merril Lynch opened the first 
Money Market Account. 
The current crisis is a product of a revolution in the financial marketplace 
that began quietly decades ago when asset quality was separated from 
pricing (a structural mistake guaranteed to crash any market eventually.) 
Market fundamentalists who believe that any transaction that clears is de 
facto a good transaction- convinced investors that it was not important 
who the borrowers were and what the underlying assets were worth 
(Chakrabarti et. al. 2009, 9). 
The socially responsible investment sector first expressed concern over regulation of sub-
prime mortgages as early as 1993, when alternative credit providers like the Interfaith 
Center on Corporate Responsibility (ICCR) began engaging with financial institutions as 
shareowner advocates, to request closer regulation (Kropp 201 0). Their concern was not 
predictive of a credit bubble, so much as it was apprehensive that vulnerable community 
members were being taken advantage of by predatory lenders; signing mortgages they 
could ill afford, without the benefit of any of the support community lenders would have 
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provided. A stronger regulatory framework extending obligations under the Community 
Reinvestment Act to all lenders, including insurance companies, and the solidifying of 
requirements that assets again be backed by securities, would have gone far in preventing 
the crisis from occurring at all (Chakrabarti et.al 2009). 
Instead of eliminating the CRA, its advocates say that what is required is its 
modernization to better reflect the current environment of the financial services sector, 
including expanding the Act to include non-regulated lenders and protecting consumer 
right to fairly priced credit (United States Congress 2009. "Testimony of Steven L. 
Antonakes"; United States Congress, 2009. "Testimony of Benson F. Roberts"; 
Chakrabarti et. al 2009; Immergluck 2004). 
4 Canada and the United States Supply and Demand Compared 
Despite similar lineage, the United States and Canada have developed along two separate 
paths leading to two very different social and political histories that have contributed to 
each country's unique development. The distinct banking system of each is a direct 
result of both these similarities and differences. In order to identify potential United 
States community development finance innovations for Canada, it is first important to 
outline how the two countries' financial systems compare, especially as it impacts supply 
and demand of financing for community economic development. 
4.1 Supply 
In the United States there are thousands of banks and thrifts, the legacy of service being 
provided on a neighbourhood basis. There is no central bank per se, however, the United 
States Federal Reserve system, which is governed by a mixture of public and private 
controls, plays a similar role. As well, government has traditionally mitigated the 
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invisible hand by "stimulating credit flows and providing access to credit to particular 
economic sectors or communities" (Immergluck 2004, 19). American financial 
institutions are regulated by class, meaning a conglomerate with an insurance company, 
investment bank and commercial bank would have a different regulator for each division 
(Coyne 2009, 2). As well, regulation tends to be specific, relating to areas such as 
privacy or access to capital (Ibid.). 
In Canada, a handful of banks control ninety percent of total assets (Engert, Gravelle and 
Howard 2008, 2) and are presumed by many to exert considerable policy influence. As 
in the United States, the Canadian government has traditionally played a role in 
stimulating credit flows, and providing access to credit. This, however, has had a 
stronger geographic component in Canada than in the United States. This last concept is 
further discussed in section 4.2. 
Canada's financial system includes a central bank, the Bank of Canada, as well as federal 
government intermediaries such as the Business Development Bank of Canada, Farm 
Credit Canada and interventions including the Community Futures Development 
Corporations and Aboriginal Capital Corporations, which provide credit to underserved 
markets. By government subsidization of these markets, private financial institutions are 
able to focus their attention on the most profitable ones. The Canadian financial system 
operates within a strong, centralized, principle-based regulatory framework that is heavily 
focused on risk avoidance or mitigation (Coyne 2009, 2)? 
3 For a detailed discussion of the Canadian Banking system see The Economics of Money, Banking, and 
Financial Markets, Third Canadian Edition, by Frederic S. Mishkin and Apostolos Serletis, 2007 
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Both countries have similarly strong credit union sectors, with one in three Canadians 
belonging to a credit union or the French equivalent caisse populaire, compared to 
approximately thirty percent of Americans. Credit Unions in Canada represent about ten 
percent of total federally insured assets, while in the United States they represent about 
eight percent (Credit Union Central of Canada 2009; Credit Union National Association 
2009; Department of Finance Canada 2002; Goddard, McKillop and Wilson 2008). 
In 2007, relative to total GDP, Canada's six largest banks were about three times larger 
than the six largest banks in the United States and represented about ninety percent of 
total Canadian bank assets compared to United States fifty-one percent (Masson n.d.). At 
the end of2008 there were 7,085 commercial banks, 1,220 thrift institutions and 7,806 
credit unions in the United States compared to Canada's seventy-seven banks, forty-
seven trust companies and nineteen loan companies and around 1,000 credit unions 
(Federal Deposit Insurance Corporation, 2009; National Credit Union Administration 
2009, 1; Office of the Superintendent of Financial Institutions of Canada 2009; Engert, 
Gravelle and Howard 2008, 2). 
Table 1 summarizes this information, adding the context of the Canadian and United 
States population and Gross Domestic Product (GDP) to illustrate the relative size of 
each sector's system. When compared overall, on a per capita basis, the United States 
has slightly more financial institutions than Canada and on a GDP basis slightly fewer. 
In Canada, however, roughly six financial institutions hold ninety percent of assets, 
compared to only fifty-one percent in the United States. 
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Table 1. Canada and U.S. Financial Institution Density 2009 
Canada United States 
Six top banks % of total assets4 90% 51% 
Total insured financial institutions 77 commercial banks 7,085 commercial banks 
4 7 trust companies 1,220 thrift institutions 
19 loan companies 7,806 credit unions 
1 ,000 credit unions 16,111 
1,143 
Credit union membership 10,992,758' 89,912,000 
Credit union membership per 33% 30% 
capita 
Population 2008() 33,311,389 304,060,000 
GDP in United States dollars7 ($M)1,400,000 ($M) 14,200,000 
4.2 Demand 
Mainstream demand for financing in both the United States and Canada is largely served 
by existing market structures in the two counties. Financing of community economic 
development, however, often requires support beyond mainstream market supply, 
referred to in this study as non-market. This section attempts to quantify demand for 
community economic development financing in each country, beginning with an 
overview of how demand is understood and analysed. Financing includes both debt and 
equity structures. 
4 (Masson n.d.) 
5 This number is approximate based on a calculation of 1/3 of Canadians belonging to a credit union. 
6 Population numbers were used based on World Bank estimations for 2008 found at 
http ://www.google.com/publicdata?ds=wb-
wdi&met=sp pop totl&idim=country:CAN&dl=en&hl=en&g=population+of+canada#met=sp pop totl&i 
dim=country:CAN:USA 
7 GDP used based on World Bank estimations for 2008 found at 
http://www.google.com/publicdata?ds=wb-
wdi&met=ny _gdp _ mktp _ cd&idim=country:CAN &dl=en&hl=en&q=gdp+of+canada#met=ny _gdp _ rnktp _ 
cd&idim=country:CAN: USA 
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In Canada, there is strong policy and economic analysis focusing on economic 
development as a tool for nation or region building (Watkins n.d.). As such, financing 
demand is often examined from the perspective of sectors or regions rather than 
populations. For example, there is a strong analysis in Canada of the needs of businesses 
with fewer than 500 employees, referred to as small and medium enterprises (SMEs). 
SMEs are a key driver of Canadian regional economies. To illustrate, in British 
Columbia ninety-eight percent of all businesses are SMEs. They constitute nearly fifty-
six percent of private sector jobs and contribute thirty-four percent of provincial GDP 
(British Columbia and Canada 2009). Devising strategies to support and grow this sector 
is a key policy driver. Regional analysis is equally important, Canada has a long historic 
policy focus addressing regional disparity, motivated in part by an economy requiring 
people to remain in the periphery to extract resources to the centre. As such there is an 
equally strong policy focus on regionality. 
The United States has different policy drivers. One key historical motivator is analysis of 
economic discrimination. Beginning with Americans being excluded by the British, and 
continuing through a litany of race-based discrimination, analysis of access to financing 
and policy responses to it are often from a population-based understanding. 
Given these differing policy perspectives, it is difficult to compare demand for financing 
in each country. United States analysis of the needs of communities and the individuals 
within them is difficult to directly compare with the needs of sectors and regions explored 
in Canadian policy analysis. In an effort to mitigate this mismatch, this study examines 
demand for community economic development financing through the lens of SMEs, 
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social economy enterprises (SEEs) and individuals - all key contributors to community 
economic development, who may be have access to capital issues. 
It is important to note that, although these categories provide a useful framework through 
which to compare demand, imperfect alignment with existing analyses creates only a 
partial picture. Research quantifying demand for community development finance would 
have merit. 
4.2.1 Small and Medium Enterprises (SMEs) 
Unlike their American counterparts, Canadian SMEs cite access to finance as one of their 
top constraining factors (Leung, Meh and Terajima 2008, 2). Evidence suggests that their 
perception is valid. In Canada, the banking sector does not price based on risk, meaning 
many higher risk businesses are unable to access credit8 (Ibid.; Klyuev 2008). In 
response, SME's in Canada are less likely to access formal debt than their United States 
equivalents, relying to a heavier degree on informal financial arrangements, like 
borrowing from family and friends, to meet their credit needs (Leung, Meh, and Terajima 
2008). As well, accessing venture capital funding, an important source of financing for 
start-up businesses requiring capital, is less available in Canada than in the United States 
relative to the size of the economy (Klyuev 2008). Smaller firms do, however, have 
easier access to stock market listings on Canada's major exchanges compared to the 
United States (Salembier 201 0). 
8 Pricing based on risk involves charging higher interest rates to riskier borrowers in order to compensate 
for the increased risk of loss to the lender. According to Klyuev and others, this practice is not widely used 
by Canadian financial institutions. 
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4.2.2 Social Economy Enterprises (SEEs) 
Often, social economy enterprises also face difficulty accessing financing from 
traditional markets. Hebb et al. attribute this in part to SEE requirements for below 
market rates combined with a lack of innovative financial instruments in Canada able to 
exchange lower market financial returns for higher social or environmental ones (2006). 
They assert this to be less the case in the United States (Ibid) 9. These, however, are 
supply side issues and do not necessarily prove demand. Interviews with community 
investment providers in British Columbia questioned whether demand in the social 
economy sector outstrips supply, or if social economy enterprises simply lack the 
capacity, culture or assets and revenues to take on debt. A preliminary research report 
prepared for the Atlantic Canada social economy research node seems to support the 
latter; for the reasons cited above, most social economy enterprises surveyed indicated 
hesitation to take on debt, preferring grants if external financing was required 
(Karaphillis, Alderson and Moore 2009). There is currently insufficient research to 
determine how much unmet demand for credit exists within the Canadian social 
enterprise sector. 
Because of non-profit governance regulations in Canada, social economy enterprises are 
generally not able to take on equity10. 
9 Of note is the work of Jed Emerson and others on blended value investing which seeks to develop capital 
markets where a blend of financial and social returns provides additional financing options for the non-
profits/social economy sector. Although an exploration of blended value is outside of this study, there is 
significant Canadian research that incorporates Emerson 's concepts, including that of Pearson and 
Lawrence (2009). 
10 In rare cases, social economy enterprises may have a for-profit legal structure and exist as wholly owned 
subsidiary of non-profits or charities. However, this is an unusual and complicated arrangement. 
Generally, social economy enterprises are non-profits and/or charities who are legally unable to take on 
equity. 
Enhancing Community Investment in Canada Page 24 
Demand for capital from social economy enterprises could not be quantified in the United 
States research either. The United States, however, appears much more advanced than 
Canada in providing systematized support to help this sector progress toward financial 
readiness. For example, the initiative Wall Street without Walls matches volunteer 
financial professionals and mainstream assets with non-profit organizations serving low-
income communities, such as CDFis, to add capital and capacity (Wall Street Without 
Walls 201 0). As well, a supportive regulatory environment includes a variety of tools not 
available in Canada including tax credits, regulations for charitable giving and flexible 
legal structure options allowing equity investment. 
4.2.3 Individuals 
In the United States, CDFis provide credit and complementary services such as financial 
literacy education to individuals as well as to SMEs and social economy enterprises. In 
Canada, with a few exceptions, community finance providers do not address either short 
or long-term personal finance demand. For example, unlike the United States where 
choices in mortgage finance are many, in Canada the non-prime mortgage sector is in its 
infancy. Though analysts such as Vladimir Klyuev of the International Monetary Fund 
(IMF) argue that further development of the sector would be beneficial (2008), it is not an 
area where Canadian community investment is currently active. Nor can Canadian 
consumers with short term personal credit needs generally tum to community investment 
providers. With the exception of some Credit Unions and alternative providers of small 
personal or emergency loans, individuals are largely unserved by the Canadian 
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community investment sector. This gap leaves financially excluded 11 Canadians highly 
dependent on fringe banking services 12 • Those who cannot access the mainstream, must 
instead turn to secondary providers such as cheque cashing services who often charge 
high interest rates and service fees. (Buckland and Dong 2008). 
Analysis of potential unmet demand for personal credit in Canada is beyond the scope of 
this paper, however, one interesting comparative factor with the United States is in the 
differing percentages of financially excluded adults in each country. While it is estimated 
that twelve percent to 13.5 percent of United States adults lack access to any banking 
services, in Canada the figure is much lower, estimated to be around three percent 
(Buckland 2008, 3). This difference could be explained by flawed methodology causing 
the figure to be underestimated by as much as six percent (Buckland and Dong 2008, 
253), or it could be the result of Canadian federal regulation prohibiting banks from 
refusing to open accounts for anyone with valid identification (Financial Consumer 
Agency of Canada n.d. ). 13 Either way, the role that community investment could play in 
meeting individual credit demand, is an area that warrants further research. 
5 Overview of the Community Investment Sector in the United States 
United States banking policy and the development of a thriving community investment 
sector is very much tied to the American Dream, implicit in which is the belief that with 
hard work and perseverance, anyone can achieve success. Americans have a long history 
11 Someone is considered financially excluded if they have no functioning deposit account at a mainstream 
bank i.e. they either have no account or that account has been unused for several months. (Buckland, 2008). 
12 This sector is generally considered to include "payday lenders, cheque-cashers, rent-to-own shops, 
pawnshops, income-tax refund advancers and sub-prime lenders" (Buckland 2008, 1) 
13 For a wholesome discussion of the increase of fringe credit services in Canada and its impact on low 
income communities see Buckland and Dong 2008. 
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of segments of their population being economically excluded: British economic 
exclusion was a key motivator for the American Revolution, and the exclusion of black 
people from credit markets motivated community-based responses as early as 1693 
(Immergluck 2004, 55). 
Responses to minority economic exclusion have, since the 1960's, resulted in 
government policy responses and market interventions intended to increase credit flows. 
Though there has never been consensus on how much intervention is best to make 
markets efficient, the belief that individuals and communities should have opportunities 
is largely held to be true; 
access to credit means access to future economic opportunity, the denial of 
credit to members of certain communities - whether demarcated by 
geography or race - means more than losses to a set of random 
individuals. It means that a community can be held back and that the 
prospects of economic advancement for that community will be 
diminished (Immergluck 2004, 22) 
With equal access as an overarching principle, the U.S Community Investment sector 
profits from a broad national framework, Federal government support, enabling policy 
and legislation, active national associations, and economies of scale. As further detailed 
in section 5.5, it is also supported by a body of research that includes inventories 
quantifying the sector and evaluations demonstrating results. A table summarizing the 
information provided in the following section Five, along with similar information from 
Canada, is provided at the end of section Six. 
5.1 A Broad National Framework 
The national framework guiding the United States community investment sector is the 
Community Reinvestment Act (CRA) which was enacted in 1977, primarily as a means 
of ensuring community access to credit for low-income areas where financial institutions 
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were closing down branches (Olson, Chakrabarti and Essene 2009, 2) and "redlining" or 
refusing credit to entire geographic areas (Hossain 2004, 2-3). 
In simple terms, the act required lenders to "help meet credit needs of the 
entire community, including low- and moderate-income neighborhoods in 
a manner consistent with safe and sound operation of the institution." This 
is the goal or objective of the act. The success or failure of the act can be 
evaluated in relation to this objective. The act imposed three 
responsibilities on the regulatory agencies. First, to 'encourage' lenders to 
achieve the goal of the act, second, to 'assess' lenders' performance in 
achieving that goal, and finally, to 'consider' the CRA performance when 
evaluating lender's application for mergers, expansions and other 
regulatory approvals (Ibid., 11 ). 
Because the act requires banks to demonstrate local lending activity, in addition to 
encouraging direct lending, the CRA has also influenced development of partnerships 
with CDFis. In 1995, revisions to the CRA began to explicitly recognize loans and 
investments in CDFis as a qualified CRA activity (Coalition of Community Development 
Finance Institutions. n.d.). This change significantly increased the investment levels in 
CDFis (Pearson and Lawrence 2009,46). 
In addition to the impact the CRA has had on access to credit for low income individuals 
and communities, an important element of the act is the public disclosure of information 
on lending activity. It builds upon obligations under the 1975 Home Mortgage 
Disclosure Act requiring that, in addition to disclosure of home lending (mortgages) 
information, financial institutions must disclose aggregated information on small 
business, small farm, and community development lending (NCRC, 2008). 
The provision for disclosure of information was identified by Saurabh Narain of 
ShoreBank as an important element of the current CRA regulations. In a market 
economy, Narain sees the need for both incentives and disincentives to, at the same time, 
encourage and force people to do the right thing. The disclosure provisions of the CRA 
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provide transparency that motivates financial institutions to fulfill their obligations to low 
income communities while the threat that receiving a poor CRA rating could threaten 
future plans, provides a disincentive to break the rules (2009). 
In March 2009, Rep. Eddie Bernice Johnson introduced the Community Reinvestment 
Modernization Act of 2009 which would extend CRA obligations to non-regulated firms 
providing banking products and services, impose rating reductions on financial 
institutions engaged in "negative credit practices or securitization activities, including 
predatory and discriminatory lending", and enhance disclosure requirement. This bill is 
currently before the Financial Services Committee. 
5.2 Federal Government Sector Support 
Since 1994, the American community investment sector has benefited from Federal 
government support through a variety of programs. Under the Presidency of Bill Clinton, 
the Community Development Finance Institution (CDFI) fund was created and began to 
provide funding and equity capital to individual CDFis and their partners. This support 
allowed the sector to expand significantly, more than doubling the number of CDFis 
within a few years (Benjamin, Rubin and Zielenbach 2004). Although funding decreased 
during the Presidency of George Bush, under President Obama's administration the fund 
received $1OOM from the American Recovery and Reinvestment Act funding. The 2010 
budget doubles support to the Fund. Unlike the Canadian system which, as explained in 
section Six provides stable support to a limited number of community investment 
organizations, under the CDFI Fund, any qualifying organization is eligible to apply for 
support. 
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The CDFI Fund's mission is : "to expand the capacity of financial institutions to provide 
credit, capital, and financial services to underserved populations and communities in the 
United States" (United States Treasury 2009a). This is achieved through four programs: 
the CDFI Program, the Bank Enterprise Award (BEA) Program, the New Markets Tax 
Credit Program and the Native American CDFI Assistance (NACA) Program. 
Depending on the program, eligibility often requires that applicants are certified, a 
process administered by the Fund itself. 
The CDFI Program provides financial and technical assistance awards. Financial awards 
are in the form of "equity investments, loans, deposits, or grants, and must be matched, 
dollar for dollar, by the applicant with funds of the same type from non-federal sources" 
(United States Treasury 2009b). Awards ofup to $2,000,000 can be used for financing 
capital, loan loss reserves, capital reserves, or operations (Ibid.). Technical assistance 
awards are intended to enhance capacity of both certified CDFis and those working 
toward certification. Awards ofup to $100,000 can be allocated towards systems 
improvement, staff training or bringing in outside expertise to build internal capacity 
(Ibid.). 
The New Markets Tax Credit (NMTC) program enables equity-like investments in 
designated Community Development Entities (CDE)s through the provision of tax credits 
to investors. 
The credit provided to the investor totals 39 percent of the cost of the 
investment and is claimed over a seven-year credit allowance period. In 
each of the first three years, the investor receives a credit equal to five 
percent of the total amount paid for the stock or capital interest at the time 
of purchase. For the final four years, the value of the credit is six percent 
annually. Investors may not redeem their investments in CDEs prior to the 
conclusion of the seven-year period (United States Treasury 2009c). 
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The Bank Enterprise Awards Program provides financial incentives to Federally 
regulated financial institutions "to expand investments in CDFis and to increase lending, 
investment, and service activities within economically distressed communities" (United 
States Treasury 2009d). 
The Native American Incentives Program was developed in 1994 beginning with a study 
of on reserve lending and investment practices. It identified barriers to access to capital 
and credit for Native Communities, 14 the impact of those barriers and options to address 
them. The program now includes two principle strategies: training programs called 
Expanding Native Opportunities which seek to increase capacity in existing Native 
CDFis and develop new ones, as well as support Native CDFis to create financial 
education and asset building programs for their constituents. The second strategy, the 
Native American CDFI Assistance Program, mirrors the CDFI program providing 
Financial Assistance awards and Technical Assistance grants to Native CDFis. As with 
the CDFI Program, the Native American CDFI Financial Assistance awards program 
requires dollar-for dollar matching of funds from a non-Federal source (United States 
Treasury 2009e ). 
In response to the sub-prime mortgage crisis and it's related impact on low-income 
United States communities, the Housing and Economic Recovery Act of 2008 introduced 
two initiatives to be administered by the CDFI fund: The Financial Education and 
Counseling initiative and the Capital Magnet Trust Fund. 
14 The United States Treasury includes Native Americans as well as Alaska and Hawaiian Native 
communities in the collective term Native Communities (2009e) 
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The Financial Education and Counseling initiative aims to improve the financial 
knowledge and decision making capabilities of prospective homeowners, assisting them 
in financial planning such as reducing debt, planning for major purchases and 
understanding the relationship between credit histories and credit scores, in an effort to 
improve their economic stability (United States Congress 2008, Sec 1132). Implemented 
as a pilot program, the announcement of the first recipients is pending. 
The Capital Magnet Trust Fund was created as a means of attracting private capital to 
increase investment in affordable housing and related economic development and 
community service facilities, in an effort to stabilize or revitalized low-income and 
underserved rural communities (United States Congress 2008). The Obama 
Administration requested $80M toward the program in the 2010 budget. If funds are 
made available from Congress, the program will begin soliciting applications by the 
second quarter of2010. Because the program is designed to attract private capital for 
affordable housing facilities it would require a 10:1 match of non-Federal funds by 
applicants (United States Treasury 2009g). 
ShoreBank co-founder and Board Chair, Ronald Grzywinski, believes that a key success 
factor ofthe CDFI Fund and a driver of innovation and excellence for the community 
investment sector overall, is the competition for awards (2009). The results of the 
matching requirement seem to support this assertion. In fiscal year 2005 CDFis far 
exceeded the dollar for dollar matching requirement of the CDFI fund, reporting a 1 :27 
match (CDFI Data Project n.d.). 
Enhancing Community Investment in Canada Page 32 
5.3 Enabling Policy and Regulation 
There is an abundance of policy and regulation in the United States that supports the 
community investment sector, including enabling tax regulation and legal structure 
options. Although a thorough inventory and analysis of enabling policy and regulation is 
beyond the scope of this paper, some interesting items for consideration are identified in 
this section 
In addition to receiving funding from Federal, state and local governments, CDFis are 
broadly supported through donations and program related investments (PRis) 15 from 
American foundations and through private donations or investments. Foundation 
investments are enabled by United States tax structures which make it possible for 
foundations to provide charitable donations to non-charities doing charitable work 
(CCRA 1999). This investment means that CDFis, regardless of their legal structure, can 
receive both grants and loans. PRis are often offered in the form ofballoon investments, 
loans which roll over at expiry of the repayment period. This allows CDFis to use the 
foundation provided capital to lend to communities on a perpetual basis. Balloon loans, 
in effect, add to the pool of available lending capital, despite appearing on the CDFI 
balance sheet as a liability due to the granting foundation. 
As well as enabling U.S tax policy not available in Canada, the United States benefits 
from innovative legal structures that support community investment. One such 
pioneering structure is the low profit, limited liability corporation ("L3C"). Available in 
some States, the L3C legislation amends limited liability corporations legislation to 
15 Loans or short-term equity investments made by Foundations, often to intermediaries like a CDFI, to 
further the foundations charitable mandate. Loans are often rolled over at expiry so operate like an equity 
investment. 
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enable an organization to incorporate as a for-profit corporation with a primary motive of 
achieving social rather than profitable aims. This allows the for-profit advantages of 
being able to take on equity investments while retaining non-profit tax advantages. 
Often foundations, through PRis, are the initial investors in community projects and 
initiatives, providing sufficient capitalization to lower the costs borrowing for subsequent 
market loans the L3C may make. Both foundation and individual investors can expect to 
receive a modest return on equity provided, or in some cases, simply the return of their 
investment capital (Americans for Community Development n.d.). L3Cs are considered 
flow-through organizations so that any profits are federally taxed to the recipient 
organization reporting the revenue rather than the L3C itself. In the case where the 
recipient is non-taxable, tax free benefits are maintained. 
5.4 Active National Associations 
The CDFI sector in the United States is supported by national trade associations 
representing the various institutional types of CDFis as well as the Community 
Development Financial Institutions Coalition. The Community Development Venture 
Capital Alliance (CDVCA) and the National Federation of Community Development 
Credit Unions (NFCDCU) join the Opportunity Finance Network which represents 
private financial intermediaries working in community development finance. The 
Coalition holds an annual two-day institute bringing together practitioners, government 
and politicians. 
5.5 Research and Evaluation 
Since 2004, CDFis that received investments from the CDFI fund have been evaluated 
using the CDFI Fund's Community Investment Impact System (CIIS). This system 
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evaluates CDFis on five types of results relating to the Fund's mission and vision. These 
are: institutional sustainability, appropriateness of products and services offered, target 
markets served, leverage of private sector resources, and community development 
impacts (United States Treasury 2005). The evaluation is somewhat limited, in that it 
only collects data from those receiving awards, which is inconsistent on a year-over-year 
basis; however, the evaluation still provides strong information on the overall impact of 
the fund. 
In addition to the Federal government's information collection, since 2005 the CDFI Data 
project has gathered data on an annually basis for a subset of 400-500 of the 1,235 CFDis 
in the United States, to assess their size, activities and impact (CDFI data project n.d.). 
Beyond the evaluation and survey data outlined above, there is substantial research on 
CDFis. Some is conducted by the twelve Federal Reserve Banks and some sponsored by 
the CDFI Fund's strategic research initiative. As well, there is research conducted and 
supported by both the various National associations and numerous foundations and 
independent scholarly research. Although, like any subject, there are inevitably research 
gaps, the variety and depth of data and analysis on United States community development 
finance is comprehensive. 
5.6 Scale 
The CDFI data project for fiscal year 2007, provides information on 508 CFDis who 
collectively hold $25.5B in assets. The funds tracked represent 41 percent of the 
estimated 1,235 CDFis in the United States. These are comprised of360 community 
development banks, 295 Community Development Credit Unions, 500 Community 
Development Loan Funds and 80 Community Development Venture Capital Funds. A 
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smaller number, 834 are federally certified. Certification allows access to resources 
under the CDFI fund and is marketed as being a way to gain creditability with fund 
investors from other levels of government, foundations and private donors. CDFis that 
do not meet accreditation requirements may still register as Community Development 
Entities, organizations providing loans, investments or counselling to low-income 
communities. As of Dec. 31, 2009 there were 4,073 registered community development 
entities. 
6 Overview at the Community Investment Sector in Canada 
Within the Canadian policy context, access to capital is generally understood from the 
perspective of sectors or regions. The sustenance and balancing of regional economies is 
key to the success of the Canadian federalist system thus, in an economic policy context, 
individuals are understood in their relationship to those regional economies. Where the 
economy fails in its support, Canada's social safety net provides a buffer. Because 
Canada's economy has traditionally been more susceptible to external economic factors 
than has that of the United States, social policy has been used as a tool to mitigate 
economic vulnerability, protecting citizens from external market forces beyond 
government control (Banting, Hoberg and Simeon 1997, 271-4). Economic policy has 
traditionally focussed on exploiting economic assets while compensating for regional 
disparity, while social policy has protected citizens when economic policy failed. Perhaps 
because of the importance of the social safety net to the Canadian psyche, or perhaps 
because the traditional relationship between the two policy areas has developed distinctly, 
it is difficult to intertwine them so that broad access to credit can be understood from a 
policy context as a means of addressing both social and economic resiliency. 
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Perhaps because of this, the Canadian community investment sector is not understood 
within an overarching framework, if it understood as a sector at all. Rather than having 
developed a financial system where fair access to credit can lead to future economic 
opportunity, Canada has developed a system that focuses on regional parity and the rights 
of peripheral communities to have access similar to communities in the centre. 
In the absence of the American uniting principle of equal access, Canada's community 
investment sector does not have the benefit of a broad national framework. Ongoing 
Federal government support is unequally balanced toward the SME sector, which is seen 
as key in driving regional economies, while enabling policy and regulation is limited. 
National associations, though existing, are fragmented. Given Canada's much smaller 
population, it is difficult to achieve economies of scale. This smaller scale is also 
reflected in the limited research and evaluation materials available. 
6.1 A broad national framework 
There is currently no broad national framework supporting the community investment 
sector in Canada. 
Community investment does not fit neatly under the mandate of a 
particular Canadian government department. It straddles the agendas of 
Industry Canada, the Department of Finance, Human Resource (sic) 
Development Canada and the regional development agencies. (Cameron 
2003, 7) 
As mentioned previously, Canadian policy tends to approach analysis from a perspective 
of regional or sectoral disparity rather than from an economic rights-based perspective. If 
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analysis is undertaken from a population perspective, it is within that regional or sectoral 
framework 16. 
In 197 4, Marc Lalonde, then Minister of Health and Welfare Canada, published a report 
asserting the importance of behavioural and environmental factors including income, in 
improving health outcomes for Canadians. This approach was slowly adopted by health 
policy makers, leading to a holistic preventative approach to health outcomes, but it was 
never adopted by economic policy makers. In Canada, community economic 
development and the investment it requires, is largely understood to be a social policy 
issue and is generally distinct from economic policy analysis. As such, Federal 
government support for community credit is, by and large, absent from an analysis of 
broad community need. The one exception is SMEs, largely because they are seen to be 
a key driver of the economy overall, and regional economies specifically. 
The siloed approach of government policy is replicated at the community level. 
Although many groups lobby for a national framework, they tend to approach it in a 
segmented way. For example, the group Causeway promotes a national framework 
focussed on social finance, which it defines as finance for social purposes. Comprised of 
a small number of organizations in Ottawa and Toronto, Causeway campaigns for the 
Federal government to convene an "Expert Advisory Panel to recommend specific steps 
to advance the use of 'social finance tools' in Canada's community non-profit and 
charitable sectors" (Causeway 2008). Although their membership base is broad, the 
national Community Economic Development Network (CEDnet) also uses a siloed 
16 Special credit access initiatives exist within sectors for certain marginalized groups including First 
Nations, People with Disabilities, Women and Official Language Minority Communities. 
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approach to community investment, advocating for cooperative and non-profit social 
economy enterprises. 
There are two groups which petition for a broad-based national framework, the Canadian 
Community Investment Network Cooperative (CCINC) and the Canadian Community 
Reinvestment Coalition (CCRC). 
Of the two, CCINC has a broader, outcome based perspective, and advocates bringing 
various sectors and initiatives together to develop a national framework focussed on 
building and retaining local community assets (Asimakos 2009b ). CCINC sees 
community investment from a broad CED lens that includes both SMEs and social 
economy organizations and, to a lesser degree, individuals. 
Also broad based in its analysis is CCRC, which formed in 1996 in the midst ofthreats of 
Canadian bank mergers, promoting that a system similar to the United States Community 
Reinvestment Act was needed to increase accountability of Canadian financial 
institutions and to improve access to capital and other basic financial services for 
Canadians (Canadian Community Reinvestment Coalition 1997). CCRC's advocacy 
strategy includes providing written submissions to the Department of Finance, which is 
required to review the Canadian financial sector's regulatory framework on a regular 
basis. A coalition of 100 organizations, to date CCRC has been unsuccessful in achieving 
its goal (Canadian Community Reinvestment Coalition 2009) and the Department of 
Finance has yet to have included CCRC's recommendations in the department's advice to 
Parliament. The most recent Department of Finance report makes several 
recommendations for regulatory refinement but argues that stakeholders consulted in the 
preparation of the report confirmed that no major overhaul was required (Department of 
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Finance Canada 2006). As a result, Bill C-37, which received Royal Assent on March 
29, 2007, contained neither the provisions promoted by the CCRC nor other 
enhancements that would provide national support for community investment through 
banking regulation. 
It is unclear to what extent the high degree of concentration in the Canadian banking 
sector influences the Department of Finance's position. When ninety percent of assets 
are managed by a small number of institutions, it could logically follow that stakeholder 
influence would be substantial and that any disruption of the status quo would be 
unlikely. This may be especially true in a national culture where risk aversion is very 
high. As noted by one community development finance expert, if the United States' 
approach to access to finance can be attributed to their commitment to life, liberty and the 
pursuit of happiness, Canada's can be credited to our more conservative aspirations 
toward peace, order and good governance (Ludgate 2009). 
Canada saw some movement towards a national framework for community investment in 
2004 when the Canadian Government announced the social economy initiative. This 
program, which was to be led by the regional development agencies and Industry Canada, 
with Human Resources Development Canada as the long-term implementation agency, 
provided an integrated social and economic policy approach (Canada 2004, 180). The 
defeat of Paul Martin' s Government in 2005, however, largely eliminated the initiative, 
with the exception of residual research funding for a Social Economy Research Hub and 
six regional affiliates across Canada, which remains in place into 2011 (Ibid), and pilot 
capacity building funding for the Province of Quebec through the regional development 
agency, Canada Economic Development for Quebec Regions (CEDQ 2009). As 
Enhancing Community Investment in Canada Page 40 
mentioned, the social economy is only one component of community investment. As 
such, the social economy initiative fell short of the United States broad national 
framework. However, even in its reduced state, the potential integrated social and 
economic impact of the social economy initiative on Canadian community investment 
was never realized due to changing Federal priorities under Stephen Harper's 
Government which cancelled the program shortly after being elected. 
6.2 Federal government sector support 
Because of Canada's strong policy focus on economic development as a tool for nation or 
region building (Watkins n.d.), federal investment tends to be siloed into sectoral or 
regional approaches. "The regional factor is perhaps one of the most decisive forces 
shaping Ottawa's expenditure budget" (Savoie 1992, 140). A sectoral focus within 
regions allows investment to be directed to key areas. Canada's various regional 
development agencies may provide support to both similar and dissimilar sectors 
depending on their relative local economic importance, while national departments such 
as Industry Canada, address sector priorities that span the nation. In absence of an 
overarching framework, support for community investment is not central to any 
department's agenda, despite its components residing in many mandates. This may 
create overlapping policies and programming for some components of community 
investment, while leaving significant gaps in others. The following section attempts to 
frame support for community investment provided in Canada to align it with that 
provided in the United States. Comparison is made to the American community 
investment sector acknowledging that many of the Canadian programs listed may also 
align with American support for small business or rural communities. As well, because 
ofthe involvement of multiple departments in SME financing, a listing may appear 
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somewhat unfocussed and approached uncoordinated. The level of coordination has not 
been analysed in this study. 
In order to organize the information to facilitate a comparison to the United States, this 
section is limited to an overview of Canadian federal programs available to non-
governmental organizations (NGOs) performing non-market functions similar to United 
States Community Development Finance Institutions (CDFI) i.e. self-governing 
organizations providing "access to capital and support services for social economy 
enterprises and economically and socially excluded individuals and communities" 
(CCINC 2005). 
Acknowledging the support that the Business Development Bank provides to the small 
business sector, and that Farm Credit Canada provides to Canadian farmers, neither are 
included in this section given their lack of independence from government that would 
allow them to adopt an expanded mandate without political direction to do so. Nor does 
this section consider the various programs that compensate financial institutions for 
providing loans to small business. These include: the Small Business Financing Program, 
which provides loan loss reserves specifically aimed at providing loans for capital 
purchases and capital and leasehold improvements for non-farming businesses with under 
$5M in assets; a similar program for farming businesses administered by Agriculture and 
Agri-Food Canada; programs for fishing businesses to finance renewal of fishing licenses 
through programs administered by Fisheries and Oceans Canada; and specific programs 
administered by Indian and Northern Affairs Canada aimed at Aboriginal small business. 
None of these programs capitalize community funds, but rather, provide a mechanism for 
private financial institutions to mitigate risk through government supported lending. 
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Partnerships with private financial institutions can be an important tool for reducing 
market imperfections and loan guarantee programs can incentivise the placement of 
additional capital leading to increased economic activity (Seidman 2005), however, as 
this study is focused on the community investment sector, these interventions are not 
included. Although the instance of similar programs in the U.S. has not been thoroughly 
investigated, some loan loss guarantee programs promoting small business lending have 
been identified and are supported through the United States Small Business 
Administration. 
The Canada Business Service Centre program provides information and service to 
business. Funded by the regional development agencies and Industry Canada, services 
centres in each province provide direct service, while the national website 
www.canadabusi ness.ca provides comprehensive information, including a listing of 
supports for business in Canada such as those described above. 
The focus of this section is the Federal support available to Canadian, self-governing 
organizations providing non-market lending to SMEs, SEE's and individuals. 
Capitalization and supporting programs for small business and social economy 
enterprises are provided by Industry Canada and the regional development agencies 
which govern the Community Futures program, the Women's Enterprise program and the 
Francophone Economic Development Organization program 17. 
Created in 1986, the Community Futures program currently supports 268 community 
economic development offices across Canada, which use federally capitalized funds to 
17 The Women's Enterprise program and the Francophone Economic Development Organization program 
program are only in Western Canada. 
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provide loans and loan guarantees to small business that cannot obtain financing from 
traditional sources. The program is normally only available in local service areas outside 
of metropolitan areas with populations exceeding 100,000 (Industry Canada 2005). 
Conflicting information makes it difficult to compare Community Futures (CF) and 
American CDFis in terms of size, however, it is likely many of them have similar asset 
bases. Absenting the ten largest CFDis that control thirty seven percent of the assets, 
fifty-nine percent have under $10M in assets and forty-four percent have under $5M 
(CDFI Data Project n.d.). While the CF program does not report fund balances 
(Community Futures Network of Canada 2008), because Federal and provincial 
governments are the primary sources of investment fund capitalization and there is a $6M 
investment cap on Federal contributions. 18 it is reasonable to assume that CF funds are 
within the same range as most CDFI loan funds . Where CFs differ from CDFis is in how 
they lend. Because regulations restrict federally capitalized funds from being used for 
equity investments, 19 CF financing tools are normally limited to loans and loan 
guarantees. 
Another important difference is in how CDFI and CF's support operations. Under the CF 
program, there is no competition to receive funds for operating support; all federally designated 
18 This cap is limited to the combined investment of the various departments have, over the years, 
administered the CF program on behalf of the Government of Canada. Other departments or governments 
are not bound by the cap (Canada n.d. , 8) 
19 Equity investment are allowed by must eventually be repaid making them more like patient capital or 
equity like investments than true equity. 
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CF's are entitled to receive roughly the same annual allocation20. As well, under the CF 
program there is no requirement for matching funding. 21 
Consistent with the Canadian regional based policy approach, rather than being centrally 
administered, the CF program is run through the five regional economic development 
agencies and Industry Canada which collaborate, in a limited way, primarily over 
government funding submission requirements and macro program design issues. While 
this regional approach is thought to provide flexibility in response to local need, it may 
limit program visibility at the National level making it more susceptible to funding cuts 
during times of economic restraint. 
Although each region differs slightly, all CFs focus on small business development and 
lending and most work in partnership with traditional financial providers and the national 
Business Development Bank. While CFs, which are non-profits run by independent 
boards, are not prohibited from providing lending beyond that mandated for the Federally 
capitalized funds and despite being free to develop additional loan funds as they see fit, 
generally they focus on provision of financing to the SME sector as mandated by the 
Federal Government (Asimakos 2009b). Except in exceptional circumstances, the 
broader credit needs of individuals in the community are not part of the CF mandate. No 
CFs provide mortgage or affordable housing financing. 
20 Under the CF program allocations are equal, however, some departments may provide additional support. 
As well, support may be provided to organizations located in remote areas to compensate for increased 
costs. 
21 In December 2009 the CDFI fund's requirement of matching funding was removed. 
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CFDCs can use federally capitalized loan funds to expand lending to social economy 
enterprises. However, it is unclear to what extent that expanded mandate has been put 
into practice. 
The Women's Enterprise Initiate (WEI) and the Francophone Economic Development 
Organization (FEDO) program22 provide support to small business in a similar way as 
CFs, however their reach is limited to one principal location in each of the four western 
Provinces. As their names would indicate, the WEI focuses on the needs of women 
entrepreneurs, while FEDOs work with Francophones. WEis have federally capitalized 
loan funds in each of the four western Canadian provinces, while only the Manitoba 
FEDO provides direct lending services. 
The Aboriginal Capital Corporations program is administered by Aboriginal Business 
Canada, a division of Indian and Northern Affairs Canada (INA C). According to the 
INAC website, originated in the mid-1980's, there are now 30 active Aboriginal capital 
corporations which provide "developmental loans, such as loans to enterprises that may 
not yet be ready to secure business loans from banks" (INAC 2008). 
Although there are no Federal programs specifically targeting community development 
lending for individuals, there are or have been other market correcting interventions such 
as the Canada Student Loan program, and individual asset building programs such as the 
now defunct Human Resources and Skills Development Canada (HRSDC) sponsored 
investments in individual asset accounts, learn$ave. 23 Another important source of 
22 This program is only in Western Canada. 
23 IDAs provide matching contributions to encourage savings by low income individuals. For more 
information on the Canadian /earn$ave program, started in 2000, please see the 2009 research report by 
http://www.srdc.org/uploads/leamSave _ IIR _ENG. pdf 
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support for individuals are the entrepreneur support programs offered through individual 
employment insurance benefits. None of these initiatives, however, would qualify as 
support to financial intermediaries providing non-market lending to individuals, and 
hence cannot be compared to federal support available to the American community 
investment sector. 
Funding for the provision of affordable housing, is provided on a national basis through 
the Canadian Mortgage and Housing Corporation (CMHC) and through the Supporting 
Communities Partnership Initiative (SCPI). Neither program has a mandate for 
community lending or capitalizing community funds, although the CMHC does provide 
mortgage guarantees to individuals, similar to those offered by United States based 
government supported guarantors Freddie Mac and Fanny Mae. Further analysis of 
affordable housing support in Canada is beyond the scope of this paper. 
As a result of the lack of coordinated support, the community investment sector may be 
less able to strategically address community investment need in Canada. 
6.3 Enabling Policy and regulation 
As mentioned earlier, because community investment in Canada is not generally 
understood to be a sector, the required structures and regulations that blend requirements 
of business and private investment with those of philanthropic organizations that would 
enable community investment, are generally not part of the policy dialogue. Economic 
and social policies are largely developed in isolation from each other in Canada. As a 
result, analyses of the interplay of factors needed to create enabling policy for a robust 
community investment sector is not part of the discourse, and much of the tax policy and 
legal structures enabling a robust community investment sector in the United States are 
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not available in Canada. In an effort to further understanding of how these policy and 
regulation gaps present barriers for community investment organizations, this section 
focuses on two issues: legal status options and charitable status requirements. 
There are very few governance options in Canada. An organization can either be a for-
profit or a not-for-profit. Although there are further divisions in each category, they are 
not relevant to this discussion. Only for profits can take on equity and only not-for-
profits can become designated charities. 
Because Canadian community investment organizations that are not government 
sponsored are usually dependent on donations from individuals and charitable 
foundations to both capitalize funds and sustain operations, attaining and retaining 
charitable status has an important relationship to the bottom line. An incentive for 
individuals to make contributions is the tax receipt that is provided in exchange. Only 
non-profit organizations who have received Federal charitable status are permitted to 
provide tax receipts. Receiving donations from charitable foundations is also limited to 
charities. 
The organization governing charitable status is the Canada Revenue Agency, the same 
agency governing all Canadian tax regulation. The history of how charitable status in 
Canada is determined is both complex and beyond the scope of this paper; suffice to say, 
the criteria are somewhat vague, based on statutes that pre-date Canadian confederation 
and governed by case law (Watson 1985). Only activities deemed as charitable through 
this somewhat limited framework, can be performed by charities, any activities outside of 
the approved scope are not permitted. 
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In the late 1990s, in an effort to address some of the questions regarding how registered 
charities and charitable foundations could support CED and invest in CED organizations, 
the Canada Revenue Agency published guidelines entitled Registered Charities: 
Community Economic Development Programs. The introduction to these guidelines 
highlights the siloes between Canadian social and economic policy and the awkwardness 
in combining them to reduce barriers for charities working in CED. The guidelines 
explain CED to involve: 
a combination of economic and social goals. These goals are often inter-
related; for example, economic development and commercial activities are 
undertaken to achieve social goals such as the relief of poverty or the 
empowerment of the community, while social goals, such as the 
advancement of education, are undertaken to develop the local economy 
(1999,4). 
In outlining what CED activities are considered charitable, the directive further states that 
in awarding charitable status, the only determining questions are who benefits and the 
nature of the benefit provided. "Many issues that CED proponents consider to be 
important are irrelevant to the framework presented by these two questions" (Ibid.). 
What is relevant to the framework, is whether the answer to the determining questions 
allows the CED activities being performed to be classified into one of four categories or 
heads of charity: relief of poverty, advancement of education, advancement of religion 
and "various purposes that are beneficial to the community which the courts have 
determined to be charitable" (Ibid.). "Beneficial to the community" according to the 
guide does not have the same meaning as that understood by CED practitioners. It refers 
to services and facilities that are generally publicly accessible, rather than conferring "a 
privileged status on the concept of 'community' as a good in itself. . . [As such] programs 
intended to sustain a community are not necessarily charitable" (Ibid.). 
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Among other explanations, the guidelines go on to outline under what circumstances 
Canadian Foundations can make direct program related investments (PRis) to charitable 
Canadian community investment organizations (CIOs), and under what circumstances 
those CIOs can reinvest in CED. The guidelines note that tax regulations prohibit 
Canadian charities from the American practice of providing donations to non-charities or 
private businesses using the funds for charitable purposes (Ibid., 13). 
Although CIOs not receiving government support rely on the revenues that having 
charitable status brings, the restrictions it poses on activities may present barriers to 
sector innovation. 
Though technically allowed under certain circumstances, the practice of charitable 
foundations providing temporary capital to community investment organizations in the 
form ofPRis24, an important source of investment fund capital in the United States, is 
much less utilized in Canada. 
This may be because of the cumbersome Canadian taxation regulations described above, 
or it may be an issue of scale - there are far fewer Canadian foundations than American 
ones, and the size of assets under administration in Canada are much smaller25 . As well, 
Canadian law only requires an annual allocation of 3.5 percent of assets under 
administration, while United States law requires a five percent allocation. Given the 
smaller asset bases and lower allocation requirements, there may be fewer Canadian 
24 Loans or short-term equity investments made by Foundations, often to intermediaries like a CDFI, to 
further the foundations charitable mandate. Loans are often rolled over at expiry so operate like an equity 
investment. 
25 According to their website, Canadian largest community foundation, the Vancouver Foundation, had in 
2008 $661M under administration. According to www.foundationcentre.org, of the top 100 United States 
Foundations, all have asset sizes exceeding $661M. 
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foundations looking for creative ways to place capital, even if the tax policy were more 
enabling. 
In Canada, the one federally sponsored tax credit program which may be relevant to 
community investment is the Labour Sponsored Funds tax credit. This credit provides up 
to fifteen percent of share price, minus any government assistance, to a maximum of 
$750 for contributions to Labour Sponsored Venture Capital Funds. There are similar tax 
credits available in some provinces 26 (Canada Revenue Agency 2009). 
By and large, community investment in Canada is limited by a lack of enabling policy 
and regulation. Until policy analysis addresses the needs of the sector directly, there is 
limited opportunity for the community investment sector to benefit from legal and tax 
options similar to those available in the United States. 
6.4 Active National Associations 
The Canadian Community Investment Network Cooperative (CCINC) formed a national 
association in 2004 to provide a voice for the Canadian community investment sector. 
However, it is not inclusive of many of those receiving Federal support such as the 
Community Futures organizations and Aboriginal Capital Corporations, which have 
associations of their own. As well, there are Credit Union associations, Co-operative 
association, and the Community Economic Development Network (CEDnet), which all 
work on various components of community investment. As such, despite CCINC's 
existence, there is currently no coordinated voice which reflects the sector at large. 
26 A discussion of provincial government programs is beyond the scope of this paper. For a discussion of 
Provincial Tax credit programs see Pearson and Lawrence 2009, 50-51 
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6.5 Research and Evaluation 
The community investment sector in Canada is challenged to tell its story in a way that 
demonstrates its impact. This is in part a result of the dearth of material available, which 
quantifies it and analyses it through research and evaluation. To date, the only 
community investment evaluations performed in Canada have been as a result of 
evaluation requirements for federal departments applying to the Canadian Treasury Board 
for program renewals. Like the United States CDFI evaluations, criteria are designed to 
measure effectiveness of programs in meeting their established mandates. Both the 
Community Futures program and the Aboriginal Capital Corporation program benefit 
from this type of evaluation, which includes recommendations to enhance future 
performance. 
In keeping with the Canadian policy framework focussed on regionality and sectors, there 
are no Federally available research dollars specifically aimed at community investment in 
Canada, however, elements of the community investment sector, may receive support 
within established Department mandates on a case-by-case basis. For example, Human 
Resource and Skills Development Canada (HRSDC) supported the recent CCINC report: 
Building Local Assets which provided the most comprehensive inventory to date on 
Canada's community investment sector. This report contributed to the Social Investment 
Organization's bi-annual Socially Responsible Investment Review. 
Even though it was the most comprehensive inventory to date, Building Local Assets was 
challenged to receive responses from many surveyed. The report recommendations a 
more standardized gathering of data on the community investment sector in Canada, 
including involving Statistics Canada in a data collection exercise, which would compel 
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broader participation. The lack of accurate data on the community investment sector in 
Canada is identified as a gap with an accompanying recommendation to develop 
strategies to compel community investment organizations to participate in data collection 
exercises. It is only through quantifying the sector accurately that gaps can be identified 
and adequate policy responses developed. 
Another important component of Canadian research on community investment was the 
social economy initiative, funded through the Social Science and Humanities Research 
Council (SSHRC), which provided funding for social economy research hubs throughout 
the country. SSHRC research has contributed to Canadian literature on community 
investment, though, for the purposes of community investment, is largely limited to 
research on social economy enterprises. Funding for the social economy research 
initiative was scheduled to end in 2011. The SSRC, 2009-10 Reports on Plan and 
Priorities (RPP) identifies the program as sun-setting, with a planned evaluation in 2011. 
At the writing of this study, Reports on Plan and Priorities (RPP) outlining planned 
departmental spending for the upcoming 2010-11 fiscal year, were not yet available. 
Comprehensive data is gathered on the Canadian SME sector through the SME Financing 
Data Initiative- a partnership between Statistics Canada, Industry Canada and Finance 
Canada. According to the program web site, among the data gathered and analysed is 
request rates, approval rates, amounts requested, amounts authorized, amounts 
outstanding by suppliers, and loss rates. "The report analyzes all types of financing (debt, 
leasing, risk capital) by sector, size ofbusiness, region and stage of business 
development." (Canada 2009). 
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With the exception of limited research prepared by the Canadian Community Investment 
Network Cooperative (CCINC), there is scant research on community investment 
prepared by either National associations or by independent researchers. What research 
that is available, is presented in the various regional or sectoral siloes described 
throughout this study. 
6.6 Scale 
The Canadian community investment sector is much smaller and less comprehensive than 
its United States equivalent. There are 487 community investment organizations in 
Canada with a collective net worth of$1.4B; this ranges from funds with balances of 
$7,000 to one Credit Union with $280M (Asimakos, 2009b). Relative to GDP, the 
Canadian sector has funds available at about half the rate of the United States, or United 
States 0.18 percent to Canadian 0.1 percent. 
The challenges of serving Canada's geographically dispersed population are potentially 
the largest barrier in imparting lessons from the American community investment sector. 
Because funds are designed to serve Canada's small, diffused population base, many are 
located in rural and sometimes isolated communities.27 Canadian community investment 
organizations have difficulty in building sufficient fund balances to sustain operations 
while maintaining enough physical locations to meet the needs of geographically 
dispersed communities; it is difficult for Canadian community investment organizations 
to connect with each other to share knowledge and information and build capacity; and 
hiring and retaining skilled staff who bring innovation may be limited for many small 
27 Community Futures organizations do not normally serve metropolitan areas with populations beyond 
100,000. 
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funds located outside of urban areas. None of these factors are of significant impact in 
the United States. 
The following table summarizes the information provided in sections Five and Six. 
Table 2 Summary Comparative Structural Framework: U.S. and Canada 
Canada United States 
• No broad framework 
• Social Economy Initiative (no longer 
in existence) 
• Community Futures program28 
• Aboriginal Capital Corporation 
program 
• Women's Enterprise Initiative 
* program 
• Francophone Economic Development 
Organization program* 
Community Reinvestment Act 
• encourages lenders to help meet the 
credit needs of the entire community; 
• assesses performance; 
• considers performance when evaluating 
regulatory approvals. 
• disclosure of community development 
lending activity 
• only banks and thrifts are currently 
obligated, proposed legislation would 
obligate the broader financial services 
sector 
Other Acts 
• disclosure of home lending information 
• disclosure of small business and small 
farm lending 
Community Development Finance 
Institution (CDFI)Fund 
• CDFI Program 
• New Market Tax Credit Program 
• Bank Enterprise Awards Program 
• Native American Incentives Program 
• Financial Education and Counselling 
Initiative 
• Capital Magnet Trust Fund 
• CDFI Certification 
28 National program run by Industry Canada and the five regional development agencies. 
• Western Canada only 
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Canada United States 
Tax Regulations Tax Regulations 
= • Donations/Program Related • Donations/Program Related investments Q .... investments limited of qualified can be provided to any organization ..... 
~ - donees (non-profit charities) doing charitable work, regardless of = OJ) 
• Program Related Investments cannot legal structure. <U -'"C be used to capitalize loan funds • Tax Credits 
= ~ where investment is passed on to a Legal Structures ,..., 
non-qualified donee. • Low profit, limited liability corporation Col = Q • Labour sponsored tax credits (L3C) can take on equity while retaining Q.. 
OJ) encourage investment in labour non-profit tax advantages. 
= .... sponsored venture capital funds . -..c ~ Legal Structures = ~ • Limited to for-profit or non-profit. 
No hybrid structures. 
No single association with National trade association 
participation from all sectors. • Community Development Financial 
Organizations include: Institutions Coalition 
• Canadian Community Investment Institutional trade associations 
~ 
= Network Cooperative (CCINC) • Community Development Venture Q .... 
• Canadian Community Reinvestment Capital Alliance (CDVCA) ..... ~ .... 
Coalition (CCRC) • National Federation of Community Col Q 
~ • Canadian Cooperatives Association Development Credit Unions (NFCDCU) ~ < - • Community Economic Development • Opportunity Finance Network (private ~ 
= Network (CEDnet) financial intermediaries working in Q .... 
• Credit Union Central of Canada (does community development finance) ..... ~ z not include credit unions from the 
<U 
Desjardin group) > .... ..... 
Col • National Aboriginal Financial < 
Institutions Association 
• Pan Canadian Community Futures 
Network 
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Canada United States 
Evaluation Evaluation 
• program evaluations for Community • CDFI Fund's Community Investment 
Futures and Aboriginal Capital Impact System 
= Corporation programs Surveys 0 Surveys • CDFI Data Project ~ 
~ • Social Investment Organization's bi- Research = - annual Socially Responsible ~ • CDFI Fund Strategic Research Initiative ... 
~ Investment Review (includes • Federal Reserve Bank research 
~ information gathered by CCINC) • research undertaken or sponsored by 
.= • SME Financing Data Initiative Associations/Foundations c.J ,_ 
~ Research • scholarly research ~ 
"' • research related to the Social ~~ Economy - especially that of the 
Social Economy Research Hubs29 . 
• scholarly research 
Funds available as a percentage of Funds available as a percentage of 
GDP 0.1 percent GDP31 0.18 percent 
487 Community investment 1,235 CDFis 
organizations30 • 360 community development banks 
~ • Community Futures • 295 community development credit -~ • Aboriginal funds untons c.J 
00 • credit unions • 500 community development loan funds 
• community loan funds • 80 community development venture 
• Regional/National funds capital funds 
7 Conclusion. 
Despite the differences between Canada and the United States, and in the aftermath of the 
global credit crisis, there are many American community investment strategies, 
techniques, policies and legislation that could prove useful in Canada. 
29 This initiative ended in 2009. 
30 Organizations could not be broken down into categories equaling 487 based of the information provided 
in the report (Asimakos 2009b) 
31 This number is a ratio of the $25.5B in assets reported by the 2007 CDFI data project. As the report only 
provides data on 41 percent ofCDFis, total assets for the community development sector are likely higher. 
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As noted in previous research, a significant gap for the Canadian community investment 
sector is the absence of a broad national framework (Cameron 2006; Asimakos 2009b ). 
Although wholehearted adoption of the U.S. Community Reinvestment Act (CRA) is 
neither necessary nor practical, there are elements of the CRA that would provide 
significant benefit for Canada. Canada is a large country with many small community 
organizations located across a broad geography; the absence of national policy intensifies 
the geographic challenges, making it difficult for organizations to work collaboratively to 
achieve scale. In the absence of a unifying framework, both individual and networking 
organizations remain fragmented, impacting research, information sharing and 
development of leading practices. The absence of a national framework also impacts 
how mainstream lenders collaborate to meet community need. Despite information 
confirming the best practice of moving communities from non-market to market 
financing as they gain capacity, there is no legislation or structure in Canada that plays a 
similar function to the United States Community Reinvestment Act, which would compel 
mainstream lenders to collaborate with community agencies and foster a systematized 
approach to building credit capacity. Nor are there requirements, beyond the SME sector, 
that mainstream financial institutions disclose how they are lending to meet community 
need. Canadian policy in response to the credit needs of communities poorly served by 
traditional lenders, remains divided into siloes that are either economic or social and 
analysed based on sectors or regions. In effect, the lack of a framework impacts every 
other element of the Canadian community investment system. This is especially evident 
with regard to policy and legislation. 
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Two areas of policy and legislation innovation in the United States identified through this 
study were: regulation requiring disclosure of community lending information by 
financial institutions and the existence of enabling tax and legal structures. In Canada, 
disclosure provisions for lending to SMEs exist to some extent under the SME Financing 
Data Initiative, however, the CRA disclosure requirements are more robust, requiring 
information be provided for all activity classified as community development lending. 
This is in addition to disclosure requirements under other regulation compelling 
disclosure of detailed home lending (mortgage) information and aggregated information 
on small business and small farm lending. Because the disclosure is tied to regulatory 
approvals, it is understood to be a significant motivator of mainstream financial 
institution involvement in both community lending and interaction with community 
intermediaries. Enhancing Canadian disclosure requirements under the SME Financing 
Data Initiative to include community investment would help to provide some of the 
missing data quantifying demand in the community investment sector. Having complete 
information on Canadian credit demand would enable policy makers to better identify 
and address gaps to ensure credit availability as a tool for economic advancement. 
With regard to enabling tax and legal structures, there were several legislative and policy 
elements identified through this research. In the United States, tax policy allows 
foundations to provide donations or program related investments (PRis) to non-charities 
or private businesses if they are using the funds for charitable purposes. In Canada, 
donations are restricted to Canada Revenue Agency (CRA) regulated charities; regardless 
of what the funds would be used for. There is no ability to provide support to non-
charities. Creating tax regulation that meets the needs of community investment 
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organizations would require a blended economic and social analysis that combines 
business and philanthropic advantages. 
Beyond amending tax regulations, there are other levers within policy and legislation that 
could address the barriers that Canadian charity regulation creates. Legal incorporation 
structures identified in this study create options beyond those currently available in most 
Canadian jurisdictions. One model identified that holds promise is the low profit, limited 
liability corporation ("L3C"). Available in some States, this hybrid structure is 
technically for-profit, so able to take on equity investments, yet considered a flow-
through organization, and so able to retain the tax status of its parent organization. L3C 
holds promise as a model which could address some of the unique challenges posed by 
Canadian charity regulations and the restrictions they place on organization activities. 
Another area related to taxation is tax credits. The New Markets Tax Credit program is 
an important component of the CDFI fund, encouraging and enabling investment in 
community investment organizations to help them build their capital bases. Similar 
structures in Canada would be an excellent means for Canadian governments32 to support 
the community investment sector through revenues, without providing direct 
contributions. Although the existing Labour Sponsored Tax Credit program is an 
important source of venture capital, it is difficult to assess what benefit it provides to the 
community investment sector. 
In the category of strategies and techniques, both literature and key informants revealed 
the importance of increasing the capacity of those using community investment products 
32 For a discussion of Provincial Tax credit programs see Pearson and Lawrence 2009, 50-51 
Enhancing Community Investment in Canada Page 60 
and services to enable them to ultimately access mainstream lending. In this vein, 
critical is the provision of technical assistance services such as financial literacy 
education, business education, credit coaching and financial goal setting. Although these 
elements also mitigate risk for community lenders, they are important tools to strengthen 
borrower capacity to progress to mainstream lending. Because of how individual credit is 
largely absent from the community investment sector in Canada, there is potentially a gap 
in providing systematized support for individual financial literacy education. Another 
strategy identified to help move borrowers along the lending continuum, was the 
provision early risk capital by community investment organizations leading to reduced 
risk for mainstream lenders. This enabled their participation in early project stages, 
allowing projects to acquire assets, effectively facilitating graduation to mainstream 
lending in later project stages as collateral was accumulated against which to secure 
future loans, improving debt to equity ratios to levels acceptable for mainstream lenders. 
Lack of capacity was identified as an issue not only for community investment borrowers 
but for many community investment organizations themselves. A leading innovation 
identified to increase competence was the Wall Street without Walls initiative, which 
matches volunteer financial professionals and mainstream assets with community 
investment lenders. This important partnership could potentially be a leading practice, 
helping to break down social and economic siloes. 
In addition to the gaps in policy and practice outlined above, there were also several 
research gaps identified. Most significant was the lack of reliable data on the sector 
itself. Standardized gathering of data, including developing strategies to compel 
participation by all community investment organizations would help to provide a clearer 
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picture. Also absent, as outlined above, is research quantifying demand, especially for 
Social Economy Enterprises (SEE) and Individuals and to a lesser degree for SMEs. 
Once demand is better understood it may prove easier to analyse related areas such as, the 
causes for low-deal flow in the sector, and the reasons that capital is only placed at a rate 
of sixty-six percent or below. 
The robust and innovative community investment sector in the United States was 
developed in response to a local context, Canada's own community investment sector can 
benefit not only from American innovation, but from the adaptation of lessons learned to 
support access to capital within Canada's unique environment. 
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Appendix I 
Experts Interviewed and Sample Guiding Questions 
• Ron Grzywinski, Co-Founder and Chairman, ShoreBank Corporation 
• Catherine Ludgate, Manager, Community Business Banking, Vancity Credit Union 
• Saurabh Narain, Chief Fund Advisor, National Community Investment Fund and Senior 
Managing Director, ShoreBank Corporation 
• Sidney Sawyer, Manager, Community Leadership, Vancity Credit Union 
• Gerry Salembier, Senior Official, Government of Canada 
Canadian participants: 
1) Do you know of any community development finance programs or innovations in the United 
States that would be useful in Canada? 
~ Ifyes: 
a) What are they? 
b) Why aren't they being done in Canada? 
~ If you know of some, but don't think they would be useful here: 
a) Why don't you think they would be valuable? 
2) Some leading practices that have been identified include [list] 
a) Do you think any of these could be implemented in Canada? 
b) Why/why not? 
United States participants: 
1) What are some of the leading innovations in community development finance in the United 
States? 
2) How have they evolved to be? 
3) How necessary have legislative supports like the Community Reinvestment Act been in 
helping the growth and evolution of community development finance? 
4) Are there legislative or policy barriers that impede the innovation of new practices? 
If yes: 
a) What are they? 
5) How do you think changing Federal regulations for Financial Institutions since the economic 
downturn will impact your work with communities? 
6) Dan Immergluck, in 2004 wrote that the potency of federal policy around fair access to credit 
has waned since the 1990s. Do you think the current economic situation could help to tum 
that around and result in new innovations for CDFis? 
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